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Report to the Shareholders 


Change of Fiscal Year End 
As previously reported to Shareholders, the fiscal 
year end of the Company and its subsidiaries was 
changed from June 30 to March 31 commencing 
in 1976 to coincide with that of the parent com- 
a s of Pall Mall Canada Limited. 
Results reported in this Annual Report will 
therefore be for a nine month period only, from 
July 1, 1975 to March 31, 1976. The seasonal 
nature of the beer and wine industries tends to 
distort the relationship of a portion of a year to a 
full year’s results. To permit comparison of 
results on a full year basis with past performance, 
statements for the twelve months ended March 
31, 1976 and June 30, 1975 have also been 
included. 


Consolidated Results 

Consolidated earnings for the twelve months 
ended March 31, 1976, before providing for the 
cost of reorganization of United States oper- 
ations, were $846,000, a marked improvement 
over the loss of $904,000 reported for the fiscal 
year ended June 30, 1975. After deducting the 
provision of $3,363,000 for the cost of United 
States reorganization a loss of $2,517,000 (21.4 
cents per common share) was reported for the 
twelve months to March 31, 1976 compared to a 
loss of $904,000 (14.0 cents per common share) 
for the fiscal year ended June 30, 1975. 


Consolidated sales for the twelve month period 
ended March 31, 1976 were $512,083,000, an 
increase of 9.8 percent over the 1975 fiscal year. 


Sales increases in Canadian brewing operations 
resulted from higher selling prices with total 
volume staying approximately the same as 1975. 
United States beer sales showed a major gain due 
in part to price increases obtained in some mar- 
kets but primarily as the result of the inclusion, 
from October 31, 1975, of sales of the brands 
acquired from The National Brewing Co. Beamish 
& Crawford Limited achieved sales gains in the 


~ Republic of Ireland despite generally poor eco- 


nomic conditions and unfavourable pricing of 
ales and lagers, which account for most of that 


company’s sales volume. Further sales gains were 
achieved by the Company's—Canadian wine _ 


compan 


Star Olle Gasel om its oil and gas pro- 


ducing operations in Western Canada. 
2 EE 


The impact on earnings of increasing costs for 
many of the raw materials has moderated to 
some degree from the conditions experienced 
during the past few years. Grain prices in most 
markets appear to have stabilized, and in some 
cases have declined. Wage and other costs are 
still increasing but at a more reasonable rate, and 
the Company has been able to offset some of 
these increases by increases in selling prices where 
permitted by government and competitive 
pricing pressures. 


Financial details and further comments on the 
results and activities of each of the separate seg- 


\ ments of the Company’s business are shown in 


CONSOLIDATED RESULTS 
other sections of this Annual Report. 


TWELVE MONTHS ENDED ‘MARCH 31 JUNE 30 INCREASE 
1976 


1975 (DECREASE) 


| | Acquisitions 

/Two acquisitions were made during the fiscal 
eS ' period under review and these were reported to 
-§ 846,000 | $ (904,000) = | Shareholders through the Company’s Quarterly 
4 / Reports and through the news media. 


Sales | $512,083,000 | $466,456,000 9.8% 


Net Earnings (Loss) Before U.S. 
Reorganization Cost 


| Net Loss -$ 2517,000| $ 904,000 178.4% 
ferconmon share 21.46 14.06 52.9% Effective August 31, 1975, the Compan 
| increased its holding of Jordan Valley Wines 


Se ee : i. 


n_83.8 percent to 91.9 percent of the 
outs Sat a cost of $2, 397,000. The 
Co the remain- 


ing minority interest during the 1979 fiscal year. 
On October 31,1975, the-Company acquired _ 


the brewing assets and trademarks of The 
National Brewing Co. of Baltimo 


This action was taken following a thorough 
investigation of the United States brewing 
industry and the weighing of the various alter- 
natives open to the Company in its effort to 
eliminate the major losses in its United States 
brewing operations. 


Financial details of these two acquisitions are 
shown in other sections of this report. 


Income Taxes 
Consolidated income tax expense for the periods 
shown in the consolidated statement of oper- 


ations bears a disproportionate relationship to. 


consolidated pre-tax earnings. 


This situation results from the fact that Carling 
O’Keefe Limited and each of its subsidiaries are 
treated separately for tax purposes. Full taxes are 
payable on profits from Canadian beer, wine 


and oil and gas, while United States brewing — 


losses may be a to re z 
able on future earnings achieved in 


United States brewing operations, Canadi 


income tax laws do not permit the Company to 
apply these United States losses to reduce taxes 
on Canadian profits within the consolida 


Carling O’Keefe_ Limited group of companies — 


This_ unusual relationship of income taxes to 
‘pre- Sre-tax earnings will continue until such time as 
profits from United States brewing operations 


are sufficient to use up the carry-forw 


accumulated to date, as detailed in Note6to the — 


financial statements. 


Outlook 

The Directors and management are optimistic 
about the future. We are optimistic that the 
decision to acquire the National assets and 
trademarks as a means of regaining profitability 


in the United States brewing operations will 
prove to be correct. The reorganization of the 
United States operations is largely completed, 
providing a better base for increased sales and 
profitability. Canadian wine operations will 
continue to grow and with changes in pricing 
and regulations of the Canadian oil and gas 
industry, there are now new incentives to_re- 
establish an active exploration and development 


Pee eoere eee CSD OPA Unie oc VCOpmient 
program for Star Oil & Gas Ltd. It is ho 
the new Anti-Inflation Act will reduce the rate 


of inflation and permit the Company to recover 
wage and other cost increases in Canada through 
increases in selling prices. 


The Compan f serious 


_ problems to solve, Its share of the Canadian beer 


market has eroded over_the 
increased; a difficult task bec h in 


“market take time to accomplish. Efforts are 


being made to improve resu he Irish beer. 
market through stronger competition_] 


market for lower priced stout products. 


ES 


Appreciation 

The Company employs approximately 5,800 
men and women in its plants and offices in 
Canada, the United States and the Republic of 
Ireland. The reorganization of operations, 
which included the relocation of some employ- 
ees, made the last fiscal period a difficult time. 
The conscientious efforts of all employees are 
sincerely appreciated by the Directors and man- 
agement. On behalf of the Board of Directors, 
we also wish to thank the many shareholders for 
their continued support and their expressions of 
confidence and encouragement. 


May 19, 1976 


ye 


Aes LOCK WOOD 
Pcs of the Board 


W. TENNYSON 


President and Chief 
Executive Officer 


Review of Operations 


Brewing Operations—Canada 

Canadian sales volume for the twelve months 
ended March 31, 1976 decreased from the twelve 
months ended June 30, 1975 by 0.4 percent com- 
pared to an industry increase of only 1.0 percent, 


well below the growth rate previously experienced. 


The Company’s share of market decreased in 
Ontario by 1.0 percent while the total industry 
volume increased by 0.4 percent. In Quebec, 
Company volumes increased by 2.9 percent 
which approximated the industry growth. In 
British Columbia the Company’s volume 
increased by 1.4 percent although the industry 
declined by 6.3 percent. The supply of beer to 
this market was disrupted several times by work 
stoppages within the industry. 


Marketing and distribution cost increases were 
below the general inflationary rate that pre- 
vailed during the period as were administrative 
and general cost increases. 


The Company’s Canadian operations are subject 
to the provisions of the Anti-Inflation Act 
recently enacted by the Government of Canada. 
It is not anticipated that the provisions of this 
Act will have a detrimental effect on earnings 
providing that this law is successful in reducing 
the rate of cost increases to which the industry 
has been subjected over the last two years. 


The Company commenced the first phase of 
a major expansion program at its Montreal, 
Quebec brewery required to meet forecasted 
sales growth demands. During 1976 work will 
commence on expansion of the St. John’s, New- 
foundland plant which is now operating at 
capacity. 


BREWING OPERATIONS—CANADA 


Brewing Operations—Un ited States 
INCREASE 
(DECREASE) 


MARCH 31. | JUNE 30 
1976 1975 


TWELVE MONTHS ENDED ; 
United States brewing operations for the twelve 


months ended March 31, 1976, before provision 


ears) igs Ce for the cost of reorganization, resulted in a loss of 
Sales ees 5.4% $9,960,000 compared to a loss of $9,436,000 
Net Earnings | $ 4,575,000 34.8% incurred for the fiscal year ended June 30, 1975. 
Ss Bena Improvement in selling prices was obtained dur- 


$1.06 34.9% 


ing the period in some markets although 


increases in costs for wages, raw materials and 
expenses continued to offset much of the benefit 


gained. 


Earnings in the Company’s Canadian brewing 
operations improved due primarily to the 
approval, during the year, of previously 
requested price increases and the full year’s effect 
of price increases received during the prior year, 
both partially offset by cost increases. Revenues 
increased by $14,721,000 of which $4,200,000 
resulted from price increases received in the 
twelve months ended March 31, 1976. 


A provisi f $3 as 
March 31, 1976 financi 


costs associated wit 


atement for closin 
ick plant and other 
onsolidation 


ting fromthe consolidation ——__ 
and reorganization of the U.S. operations. 
“While improvement i SnHGIpSted In the Com 
ing fiscal year, it is premature to predict a return __ 
to full profitability. 


One-time costs result 


Raw materials and manufacturing costs 
increased by $6,965,000 over the previous year 


with salaries, wages, fringe benefits and agricul- 
tural products being the major factors. 


The acquisition of the brewing assets and trade- 


marks of The National Brewing Co. was com- 
a I Rc 


Bayt 


Ces 


plants closer to the market ee substantial sav- 


Stee ONS USA. ings should be realized in the current fiscal year. 


JUNE 30 
1975 


INCREASE 
(DECREASE) 


HS ENDED The position of the former National brands, 


particularly Colt 45, as higher priced specialty Mr. —e 


Sales (barrel 9 | 

ales (barrels) 3,421,000 7.5% products, will support the Company’ s intention 

Sales $146,029,000 17.2% | _to _to pla : 

Net Loss $ 9,436,000 5.6% ' premium segments of the ma epin ites 
with this, new marketing plans.are being imple- 

Loss per Barrel $2.76 (1.8)% ee hey 


mented for Tuborg and\C tIsber : 


Since popular priced eae ai represent in 


Merde Orcsben si 975 (Chicdecision con: ee “eXCess: s of 50 percent ¢ of the Carling 1 g National U'S. ” 
firmed the Company’s intention to remain a voles they wie SIE considerable atte nee 
ae tion as well. Catling Blick Label Stag Heidel 

major factor in the United States Brewing aera ind TA eGaCAl eae 


Industry. 


merchan 1se aggressively In Order. -to-maintain- 


OO 
share of market. 


This transaction required a cash outlay of 
$18,952,000, which included $5,919,000 for 


Canadian produced beer continues to take an 
accounts receivable and other 


increasing share of the total imported beer mar- 
ket in the United States and has now reached 
second place behind Holland. A Carling O’Keefe 
Limited subsidiary, Century Importers Inc., 
imports a number of the Company’s Canadian 
brands for sale in an area which has now been 


inventories, 
working capital items. Full financial details of 
the purchase are shown in Note 3 to the finan- 
cial statements. Fixed assets acquired included 
breweries i in n Baltimore, Maryland and Phoenix, ~~ 


of 2.150.000 barrels as well as sales branches in 
Baltimore and Washington, D.C. In addition to 
the nationally known Colt 45 trademark, a 
number of others of a more regional nature were 
acquired. These new brands, taken with the 
existing Carling brands such as Black Label, 
Tuborg, Stag and Heidelberg gives the Com- 
pany a broad range of products to meet the taste 
and price preferences of all segments of the 
market. 


Since October 31, 1975 Carling National Brew- 


eries, Inc. (the successor company to Carling 
sewing Company Incorporated) has combined 
and restructured the sales organization and cen- 
tralized the headquarters functions in Baltimore, 
Maryland. After an exhaustive study it was 
decided to close the Natick brewery. Taken 
together with the transfer of production to 


expanded to 17 states. Products such as O’Keefe 
Old Vienna Lager, O’Keefe Ale, Cinci Lager, 
Black Horse Ale and Calgary Ale and Lager 
have been well accepted and continue to increase 
in sales and market share. 


Brewing Operations—Republic of Ireland 

Sales of Beamish & Crawford Limited main- 
tained reasonable levels over the period under 
review despite extremely adverse market condi- 
tions due to economic factors. Volume for the 
period was slightly higher when compared to 
the twelve months ended June 30, 1975. 


The continuing high inflation rate, spiralling 
costs of manufacture and increases in wages, sal- 
aries and social benefits contributed to a difficult 
period. In addition, a large increase in excise 
duty in January, 1976 and further tax and price 
increases in March combined to cause a sub- 


Le 


ee wat ee a ee tae 


BREWING OPERATIONS—IRELAND 


TWELVE MONTHS ENDED gare | ce atl 
Sales (barrels) 200,000 | 199,000 | 5% 
Sales $1 8,830,000 $17,314,000 | 8.8% 
Net Earnings $ 116,000 $ 246,000 | (52.8)% | 
Earnings per Barrel $0.58 $1.24 | (53.2)% 


approximately 32 percent, continuing to be the 
. largest wine company in Canada. 
———eorr—e—ewreerrww 


stantial increase in the price to the consumer. 
The result has been a substantial decline in 
industry sales. 


The trend from ales and lagers to stout has con- 
tinued. While the Company’s lagers have been 
able to hold their positions in the market, ales 
have suffered. In order to offset this problem, 
Beamish & Crawford Limited introduced 
Beamish XXX Stout in Cork in April, 1976 and 


initial results are encouraging. 


Wine Operations 

Wine sales of Jordan Valley Wines Limited 
increased by 4.1 percent from 4,698,000 gallons 
for the twelve months ending June 30, 1975 to 
4,891,000 gallons for the twelve months ending 
March 31, 1976. Although the rapid growth of 
foreign wine sales in Canada has adversely 
affected Canadian wine sales, Jordan 
increased its share of Canadian wine sales to 


WINE OPERATIONS 


TWELVE MONTHS ENDED | 


ap 


Sales (gallons) 


Sales 


*Net Earnings 


*Earnings per Gallon 


*Carling O'Keefe Limited share 


MARCH 31 JUNE 30 INCREASE 
1976 1975 | (DECREASE) 
4 


4,891,000 4,698,000 41% 
$30,019,000 $27,317,000 | 9.9% | 
$ 1,199,000 $ 842,000 42.4% 

24.5¢ | 17.9¢ 36.9% 


ates 


Sales revenue increased by 9.9 percent from 
$27 317,000 in 1975 to $30,019,000 in 1976. The 
improvement was the result of increased sales 
volumes and price increases granted by Provin- 
cial Liquor Boards in the latter part of fiscal 
1975. Carling O’Keefe’s share of earnings 
improved by 42.4 percent to $1,199,000 in 1976 
as compared to $842,000 in 1975. 


During the year the Company completed con- 
struction of a new winery in Selkirk, Manitoba 
to replace its smaller leased property in Gimli, 
Manitoba, 


Oil and Gas Operations 

S ed satisfactory results 
for the period under review with excellent 
growth in sales and earnings. 


Earnings for the twelve months ended March 
31, 1976 were $2,324,000 an increase of 149.4 
percent over earnings for the 1975 fiscal year. 


OIL AND GAS OPERATIONS 
MARCH 31 JUNE 30” INCREASE 
| TWELVE MONTHS ENDED oe ee ecreiae 

aa 

Sales (barrels and equivalent) 1,094,643 927,728 18.0% 
| Sales $ 4,841,000 | $ 3,280,000 47.6% 
| 

Net Earnings << 2,324,000 | $ 932,000 149.4% 

: ee — 
Earnings per Barrel $1.00 112.0% 


As explained fully in Note 5 to the consolidated 
financial statements, the Company has adopted 


~ the full cost method of accounting for its oil and 


gas operations, and this method has been used 
for the period ended March 31, 1976 with prior 
year results being restated for comparative 


purposes. 


Gross proven reserves at March 31, 1976 totalled 
7,297,000 barrels of crude oil and natural gas liq- 
uids, and 163 billion cubic feet of natural gas, 
compared to June 30, 1975 reserves of 7,600,000 
barrels of crude oil and natural gas liquids and 
166 billion cubic feet of natural gas. 


During the nine months from July 1, 1975 to In the coming year Star plans to increase its 
March 31, 1976 Star participated in the drilling activity in the search for and production of 
of 8 wells resulting in 1 oil well, 4 gas wells, and hydrocarbons, particularly natural gas. 

3 abandoned wells. In addition, 6 wells were 

drilled on Star lands, at no cost to Star, resulting Financial Position 

in 3 gas wells and 3 abandoned wells. At March 31, 1976 working capital was 


go nee OTA Ae ee AE BESS $27,096,000, a decrease of $21,158,000 from the 


eer oes working capital position at June 30, 1975. 


44) 1976 held interests an 1.709.651 Details of the change are provided in the consol- 


mdevclooed ares locited 3 z idated statement of changes in financial position. 


wan, British Columbia, the Arctic Islands, and _ The ratio of current assets to current liabilities at 
Pera p ist ofr. March 31, 1976 was 1.36 to 1 compared to 1.78 

Se eae to 1 at June 30, 1975. Bank indebtedness 
During the last quarter of the fiscal period Star increased during the period to finance the 


placed in production two gas projects in Alberta; expanded level of operations. Other current 
one at Sunnybrook, and_the oth vO. assets and current liabilities fuctuated from June 


_ These two projects will a ntially to cash 30, 1975 amounts due to the seasonal nature of 


How during the coming years. _ the business and the effect of the expanded 
The industry benefited from price increases for United States operations which resulted from 
Alberta oil on July 1, 1975 and natural gas on the National acquisition. 

November 1, 1975, but no increases were 
received in Saskatchewan until January 1, 1976 
when that government’s oil royalty schedule 
was revised to provide an increase for oil. 
Unfortunately, the Saskatchewan Government 
has not as yet granted any price increase for nat- 
ural gas, although it has indicated that a price 
increase is under consideration. Should a satis- 
factory price for Saskatchewan gas be offered, 
Star will proceed with the development of its 
substantial gas reserves located in the Hatton 
area of south-west Saskatchewan. 


Property, plant and equipment increased by 
$9,799,000 with the acquisition of the brewing. 
assets of The National Brewing Co., being the 
major addition. Other capital additions 
amounted to $7,302,000, of which $3,850,000 
related to Canadian brewing operations, the 
major portion being spent on expanding pro- 
duction facilities in Montreal, Quebec, and on 
automotive equipment. Capital additions in 
Canadian wine operations were $1,530,000, and 

for the other operating subsidiaries totalled 
$1,922,000. 

The past year has seen a revival of activity by the 

oil industry, particularly in Alberta, and to a _Capital expenditures planned for the 1977 fiscal _ , 
lesser extent in British Columbia. This increase is ear total $21,500,000 


directly related to the increase in the price for oil expansion of production capacity in Montreal, Ke, ) 


and natural gas which has restored the cash flow and St. ohn S Newfoundland and 
of the industry to a more satisfactory level. increased activity in’ the exploration for and 
However, it must be evident to everyone that development of oil and natural gas reserves. 


the level of activity in finding and developing 


additional reserves of crude oil and natural gas International Division 

will have to be increased in the years ahead if Carling Black Label continued to grow in popu- 
Canada is to achieve and maintain energy self- larity in the United Kingdom and Africa where 
reliance. This can only be done if the industry is it is sold under franchise agreements. Royalties 
allowed to achieve and maintain the cash flow of $1,381,000 were earned in the twelve months 
necessary to meet the very large cash require- ended March 31, 1976, an increase of 18.4 per- 
ments that will be necessary to reach this goal. cent over the fiscal year ended June 30, 1975. 


CARLING O'KEEFE LIMITED 
AND SUBSIDIARY COMPANIES 


(Incorporated under the laws of Ontario) 


Consolidated Statement of Operations 


(in thousands of dollars) 


Income 
Sales: fates gee ee pe a 


Excise and salesitaxess f= eee 


Investmentand otherincome - - - - - - - 


Foreign exchange gain (loss) 


Costs 
Raw materialsand manufacturing- - - - - - 
Marketing and distribution - - - - - - - 
Administrativeand general - - - - - - - 
Interestonlongtermdebt- - - - - - - - 
Otherinterest =) 0-2 a= = ee ee 


Minority interest Ean eA Ree a Pe a 


Earnings before income taxes 


Income taxes (Note 6) 
Curfent> 226 502039 2 eee eee 


Deferred 20 2 22.) oS ee ee 


Earnings (loss) before provision for cost of reorganization 
of United Statesoperations - - - - - - - 

Provision for cost of reorganization of United States 
operations (Note4) - - - - - - - - = 

EARNINGS (LOSS) FOR THEPERIOD- - - - - - 


Earnings (loss) per common share 
Before provision for cost of reorganization of 
United Statesoperations - - - - - - - 


Fortheperiod - - - - - - - = = = = 


9 Months 


Ended 12 Months Ended 
March 31, March 31, June 30, 
1976 1976 1975 
(Restated ) 
$376,392 $512,083 $466,456 
111,795 154,789 149,419 
264,597 357,294 317,037 
2551 3,678 3575 
(607) (651) 60 
266,541 360,321 320,672 
179,850 238,220 210,079 
68,387 93,647 88,216 
14,707 19,496 17,105 
1,180 1,584 1,694 
1,580 2,086 1,809 
93 167 168 
265,797 355,200 319,071 
744 laa) aa 1,601 
2.553. 3,219 1,096 
794 1,056 1,409 
3,347 4,275 2,505 
(2,603) 846 (904) 
3,363 3,363 _ 
$ (5,966) $ (2,517) $ (904) 
(19.3)¢ (5.9)¢ (14.0)¢ 
(34.8) ¢ (21.4)¢ (14.0) ¢ 


CARLING O’KEEFE LIMITED 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Retained Earnings 


(in thousands of dollars) 


Balance at beginning of period (Note 5) - 
Earnings (loss) forthe period- - - - 


Excess of par value over cost of preference shares 


purchased forcancellation - - - - 


Dividends paid 
Preference 

$2.20 per Series A share and 

$2.65 perSeriesBshare - - - - 
Balanceatend ofperiod - - - - - 


9 Months 
Baded 12 Months Ended 
March 31, March 31, June 30, 
1976 1976 1975 
(Restated ) 
$ 36,994 $ 34,040 $ 39,891 
(5,966) (235117) (904) 
95 134 149 
Sit Zo 31,657 39,136 
1,598 De 2,142 
$ 29,525 $ 29,525 $ 36,994 


Analysis of Changes in Working Capital 


(in thousands of dollars) 


Increase (decrease) in current assets 
Oa A pe Og eee 
Short terminvestments - - - - 
Accountsreceivable =) =" =" = = 
Recoverable income taxes - - - - 
fventorics: see 2 ee ee 
Prepaid expenses - - - - - - 
otal. vieeenata <<) Pactiowaer Somers 
(Increase) decrease in current liabilities 
Bank mdebtedness:— a— ae 
Notespayable - - - - - - - 
Accounts payable and accrued liabilities 
Income taxes’ = = = >= = - - 
Other taxcs mes we tes ee eee 
Dividends payable- - - - - - 
bhOtS lel tee ay (eee we 
Decrease in working capital - - - - 


M eee 12 Months Ended 

March 31, March 31, June 30, 

1976 1976 eS 

$ (3,912) $ (942) S$. 23:213 
(2,000) (2,995) (9,560) 

(6,599) 5,842 9,194 

1,100 (126) 9 

4,482 611 197 
(308) (2,176) (9) 

( 7237) 214 3,044 

(20,200) (13,484) 4,389 
5,000 5,000 ChG75) 
(1,576) (11,144) (6,216) 
255 (52) ( 1,833) 

2,597 1257) 267 

3 4 3 
nig 921) (18,419) (5,065) 

$ 21,158 $ 18,205 $ 2,021 


CARLING O'KEEFE LIMITED 
AND SUBSIDIARY COMPANIES 


Consolidated Statement 
of Changes in Financial Position 


(in thousands of dollars) 


Working capital was increased by 


Earnings (loss) for the period before provision for cost of 


reorganization of United States operations -  - 
Depreciation and amortization. “= "= = oe 
Other items not requiring working capital- - - 


Working capital from operations - - - - 


Proceeds on disposal of—property, plant and equipment 


—investments and other assets 


Working capital was decreased by 


Purchase of assets of The National Brewing Co. for 
$18,952 less working capital $5,919 (Note3) — - 


Purchase of additional shares of 
Jordan Valley Wines Limited (Note 3) - 


Additions to property, plantand equipment - - 


Provision for cost of reorganization of 
United States Operations - - - - - - 
Reduction of longtermdebt - - - - - - 


Dividends paid to preference shareholders - - - 
Dividends paid by subsidiary company to 
minority shareholders - - - - - - - 


Purchase of preferenceshares - - - - - - 
Decrease in working capital Eyl eer ee 


Working capital at beginning of period - - - - 
Working capital atendofperiod- - - - - - 
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9 Months 


Ended 12 Months Ended 
March 31, March 31, June 30, 
1976 1976 1975 
(Restated ) 
$ (2,603) $ 846 $ (904) 
S195 10,765 10,281 
856 186 606 
6,448 115797 9,983 
1,610 2AID 807 
1,545 2,848 3,881 
9,603 16,820 14,671 
13,033 13,033 _ 
Pa Sei Pape I — 
7,302 1057/5 11,452 
3,363 3,363 — 
2,880 3,306 2,918 
1,598 22 2,142 
102 102 79 
86 117 101 
30,761 35,025 16,692 
21,158 18,205 2,021 
48,254 45,301 50,275 
$ 27,096 $ 27,096 $ 48,254 


CARLING O’KEEFE LIMITED 
AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet 


(in thousands of dollars) 


ASSETS 
Current Assets 
CORDS Se er ee re ee a 
Short term investments, at the lower ofcostand market- - - - - 
CeOnES recelvabler—, oo ie en ee Se See 
Recaverableincome taxes’ =) = = = = = <« = = <« «= & 
lavertoriesINOte 7) =- 0) a B= Go 
Bieeaidexpenses, ee a me Poe SS, Se 
Total Current Assets - - - = ee ae, eee aa 
Property, Plant and Equipment, at cost (Note s) ee ee en 
Less accumulated depreciation - - - PO ee iy es Fen aR 


Investmentsand Other Assets (Note9)- - - - - - - = = - 
Mestigibie Asscts (Note 10)=" = = = = = = = = = = + ~ 


LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current Liabilities 
bankeinaepteaness.( Noted!) 5-0 -s0-) ea ee 
INetespayablemsd=. ade ba ee Be aie oS 
Accounts payable and accrued liabilities - - - - - - - - - 
MICO TAXES =) B= Ce re) ES a ee ore ee GO lk 
CECI KCCe bee es a tn eee ee ee Set ye 
Dividends payables) =.=) =, =e ee 
Moti Current biabilitics eer ot ea en nig es 
Long Term Debt (Note 12) = - oe eee eg ie da Aah a 
Other Long Term Obligation (Note 23) NO et a oS 
otal bilitics § oe A ee ee eee ee ow pea Pt 8 
eterred Incomes sxes: © = ae oe ee es Reet: Se 
Ninotiey IntCresCe=) tee oe Ce, ee oe eee fe ee 
pee ies Equity 
Capital Stock (Note 13) 
Preference stares: tee ote ao eee ee ee a ee ee ee ae 
Gommonsharess ete ee ee Oe Pe eee oy eee 


Retained earnings - - ee eee ees ee a a UC 
Total Shareholders’ atts 


APPROVED BY THE BOARD: 
J. C. LOCKWOOD, Director 
W. TENNYSON, Director 
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March 31, June 30, 
__ 1976 | 1975 
(Restated ) 
$ 2,562 $ 6,474 
347 2,347 
33,682 40,281 
1,988 888 
61,005 56,523 
3,613 3921 
103,197 110,434 
275,171 261,671 
132,668 128,967 
142,503 132,704 
16,396 16,733 
14,497 11,902 
$276,593 S277 
$ 30,145 $ 9,945 
_ 5,000 
35,204 33,628 
2325 2,580 
7,896 10,493 
551 534 
76,101 62,180 
27,200 30,189 
2,424 _ 
105,725 92,369 
17,479 16,685 
1,714 3,394 
43,793 43,974 
ip seeel Loud 
122,150 122,331 
29525 36,994 
151,675 159,325 
$276,593 $271°773 


CARLING O'KEEFE LIMITED 
AND SUBSIDIARY COMPANIES 


Notes to Consolidated Financial Statements 


MARCH 31, 1976 AND JUNE 30, 1975 


1. Accounting Policies 
PRINCIPLES OF CONSOLIDATION 

The consolidated financial statements include the accounts of the Company and all its subsidiaries. The principal 
operating subsidiaries are listed on Page 20. Purchase accounting has been followed for all acquisitions. For certain sub- 
sidiaries acquired prior to April 1, 1974 the excess of the cost of shares over the value of the underlying net tangible assets at 
the time of acquisition is Sail at cost and is not being amortized. In accordance with current accounting practice, 
intangible assets acquired subsequently are being amortized over periods not exceeding forty years. 
FOREIGN EXCHANGE 

Foreign currency accounts are translated to Canadian dollars as follows: current accounts at exchange rates in effect at 
the end of the period; other balance sheet accounts and depreciation expense at historical rates; income and other costs at 
average rates during the period. The resulting exchange gains or losses are included in the consolidated statement of 
operations. 
INVENTORIES 

Inventories of beverage products, materials and supplies are stated at the lower of average cost and net realizable value. 
Containers are recorded at amortized cost which is lower than new replacement cost. 
PROPERTY, PLANT AND EQUIPMENT 

Depreciation is provided generally on the straight line basis at the following rates per annum: 


Buildings =~ 2) 5050 so 22-67% 
Machinery and equipment - - - - - - = - = = = = = = = = = = = = 5-12'2% 
Motor vehicles = (4 cS eee 10-25% 


Oil and gas properties are accounted for on the full cost method whereby all costs of exploration and development are 
capitalized and amortized against income using the unit of production method based on proven oil and gas reserves. 
INVESTMENTS AND OTHER ASSETS 

Investments and other assets are recorded at cost or amortized cost except for those held for resale which are recorded 
at estimated realizable value if less than cost or amortized cost. 

PENSIONS 

Current service costs are charged to operations as they accrue. Prior service costs arising from amendments to the plans 
and actuarial gains or losses are charged to operations as they are funded in accordance with legal requirements over periods 
ranging from five to thirty years. The liability for unfunded vested benefits recorded on the acquisition of the assets of The 
National Brewing Co. is being amortized over approximately eighteen years. 

MARKETING COSTS 

Marketing costs including those related to the introduction of new brands are charged to operations as incurred, 
except for certain promotional items which are charged to operations as used. 
INCOME TAXES 

Income taxes are accounted for on the tax allocation basis for all timing differences between accounting and taxable 
income. 

COMPARATIVE AMOUNTS 
Comparative amounts for 1975 have been restated to reflect the retroactive accounting change explained in Note 5. 


2. Year End Change 


The fiscal year end of the Company and its subsidiaries was changed from June 30 to March 31 in 1976 to coincide 
with that of the parent company, Rothmans of Pall Mall Canada Limited. 


3. Acquisitions 

Effective October 31, 1975 Carling National Breweries, Inc. (successor to Carling Brewing Company Incorporated ) 
acquired for cash the brewing assets and trademarks of The National Brewing Co. and assumed long term liabilities for 
unfunded vested prior service pension benefits. The values established by the transaction were as follows: 
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Property, plantandequipment- - - - - - - - - - = = = = = = = = = $13,586,000 


Trademarks - - - - - = = = = = = = = = = = = = - = = = £ 1,899,000 

/ 15,485,000 
2,452,000 
13,033,000 
Working capitalitems - - - - - - - - - = - - = = = = - - - A - 5,919,000 


$18,952,000 


Additional consideration up to a maximum of $9,000,000 U.S. may be payable under a formula based_6 future 
earnings of Carling National Breweries, Inc. over a seven year period commencing April iL, SHG. 
Effective August 31, 1975, in accordance with the terms of previous acquisition agreements, the Company acquired an 


additional 17,241 shares (8.1%) of Jordan Valley Wines Limited for $2,397,000 cash, of which $726,000 represented the 
excess of the cost of the shares over the value of the underlying net tangible assets. 


Long term pension obligation for vested benefits 


| 
! 
| 
| 
' 
1 
1 
1 
| 
i 
| 
| 
' 
— 
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4. Cost of Reorganization of United States Operations 

Subsequent to the acquisition of the brewing assets of The National Brewing Co. on October 31, 1975, steps were 
taken to reorganize the United States operations. These included the closure of the plant at Natick, Massachusetts during 
May 1976, and the combination of certain administrative and marketing functions. A provision of $3,363,000 has been 
made for costs relating to these actions. No adjustment has been made to the recorded value of the Natick plant of 
$4,936,000 at March 31, 1976, pending final disposition of the property. Negotiations for orderly disposal are now in 
progress. 


5. Accounting Change 

Management has decided to pursue a more active exploration programme in Star Oil & Gas Ltd. for which it believes 
the full cost method of accounting is more appropriate. Accordingly, as at March 31, 1976 the method of accounting for oil 
and gas operations was changed from the “conventional” to the “full cost” method. Under the previous method, property 
carrying costs and unsuccessful exploration costs were charged to expense as incurred and the cost of abandoned properties 
was written off. Under the full cost method, all costs of exploring for and developing oil and gas reserves are capitalized and 
amortized over the production of proven reserves. This change, which has been adopted retroactively, increased the earn- 
ings for the nine and twelve months ended March 31, 1976 by $761,000 and $1,209,000 respectively and by $729,000 in 
1975, and increased retained earnings at July 1, 1974 by $209,000. 


6. Income Taxes 

In computing taxable income, present Canadian income tax legislation prohibits a Canadian parent company from 
taking credit for losses incurred by its subsidiary companies including those operating outside Canada. In the case of Carling 
National Breweries, Inc., the Company’s wholly-owned subsidiary, credit has not been taken for such losses which may be 
applied only against future taxable income in the United States, other than credits related to reversal of deferred income 
taxes. At March 31, 1976 accumulated losses incurred by this company of approximately $23,200,000 are available to be 
applied against future taxable income of which $1,700,000 can be carried forward to 1978, $2,600,000 to 1979, $9,600,000 to 
1980, and $9,300,000 to 1981. 


No income taxes are payable by the Irish subsidiary as a result of the carry forward of losses incurred in prior years. 


7. Inventories March 31, 1976 June 30, 1975 
Beverage products, finished and in process - - - - - - - - - = = $33,336,000 $29,955,000 
Materialsand supplies - - - - - - - - - - - = - - = = 15,799,000 14,840,000 
Containers - - - = -=- = = = = = = = = = = = = = |= 11,870,000 11,728,000 


$61,005,000 $56,523,000 


8. Property, Plant and Equipment March 31, 1976 June 30, 1975 
Accumulated Accumulated 
Assets Depreciation Assets Depreciation 

(Restated ) 

eyelets Se ed Pee -$ 6,875,000 $ _ $ 6,431,000 $ —_ 

Buildings - = = = Fe eR 86,828,000 29,939,000 82,007,000 29,353,000 
Machinery and equipment - - - - - 147,525,000 91,829,000 140,361,000 89,794,000 
Motorvehicls- - - - - - = - - 14,526,000 6,870,000 13,392,000 6,115,000 
Oil and gas properties - - - = = = = 17,935,000 3,311,000 17,357,000 2,886,000 
Leasehold improvements - - - - - - 1,482,000 719,000 2,123,000 819,000 


$275,171,000 $132,668,000 $261,671,000 $128,967,000 
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9. Investments and Other Assets 


Sundry properties - - - - - - = = = = = = = = = = 


Mortgagesand longterm receivables- - - - - - - - - - = = 
Deferred charges, investment in associated companiesand other -  - - - - 


10. Intangible Assets 
Cost of shares of subsidiaries in excess of underlying net tangible asset 
values at acquisition, less amortization of $10,000 (1975—nil)  - 
Trademarks at cost, less amortization of $20.000'= =" == = = 


March 31, 1976 


$ 8,274,000 
4,843,000 
3,279,000 


$ 16,396,000 


June 30, 1975 


$ 7,804,000 
5,332,000 
3,597,000 


$16,733,000 


March 31, 1976 


$12,618,000 
1,879,000 


$14,497,000 


June 30, 1975 


$11,902,000 


$11,902,000 


For the nine months and twelve months ended March 31, 1976, the amortization of intangible assets amounted 


to $30,000. 
11. Bank Indebtedness 


Bank indebtedness of Carling National Breweries, Inc. of $5,500,000 is secured by its accounts receivable. 


12. Long Term Debt 

Sinking fund debentures payable in either Canadian or U‘S. funds, at par, 
at the option of the holder: 
Series A 4%4% due January 15,1979 - - - - - - - - - - = 
Series B 44% due January 15,1981 - - - - - - - - - =- = 

Sinking fund debentures payable in Canadian funds: 
Series C 5% due January 15,1983 - - - - - - - - - - = 
Series D 5%% due April1,1986 - - - - - - - - - - - = 
Series E5%% due April1,1989 - - - - - - - - - - - = 


Less amount included in current liabilities - - - - - - - = = =| 


The remaining sinking fund payments required for the years 1978 through 1981 
1978—$3,800,000; 1979—$3,800,000; 1980—$3,200,000; 1981—$3,200,000. 


13. Capital Stock 


Authorized 
875,860 preference shares with a par value of $50 each, issuable in series 
30,001,260 common shares without par value 
Issued 


433,745 $2.20 cumulative redeemable preference shares, Series A Oe 
442,115 $2.65 cumulative redeemable preference shares, Series B 546s 
21-762.295 common shates =) = =) t= ee 


March 31, 1976 


$ 1,482,000 
3,478,000 


3,954,000 
7,684,000 
12,865,000 
29,463,000 
2,263,000 
$27,200,000 


June 


$ 1,954,000 
3,586,000 


4,093,000 
7,760,000 
12,949,000 
30,342,000 
153,000 


$30,189,000 


are as follows: 


March 31, 1976 


June 30, 1975 


- $ 21,687,000 


22,106,000 
78,357 ,000 


$ 21,687,000 
22,287,000 
78,357,000 


$122,150,000 


$122,331,000 


The Series A and B preference shares are redeemable at $53.00 and $52.50 per share respectively. During the twelve 
months ended March 31, 1976, 4,525 Series B shares were purchased for cancellation compared to 5,000 during the twelve 


months ended June 30, 1975. 


Rothmans of Pall Mall Canada Limited is the beneficial owner of 50.1% of the Company’s common shares. 


14. Remuneration of Directors and Senior Officers 


Total remuneration of Directors and Senior Officers for the nine months and twelve months ended March 31, 1976 


was $623,000 and $826,000 respectively compared to $770,000 for the twelve months ended June 30, 1975. 


15. Pensions 


The Company and its subsidiaries maintain a number of pension plans covering substantially all employees. Total 
pension expense for the nine months and twelve months ended March 31, 1976 was $3,619,000 and $4,184,000 respectively 
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compared to $3,962,000 for the twelve months ended June 30, 1975. The Company’s policy is to fund pensions with 
independent trustees, as described in Note 1. 


Based on actuarial valuations, unfunded prior service costs in excess of those reflected in the balance sheet are esti- 
mated at $16,000,000, of which $3,800,000 relates to vested benefits. 


16. Commitments and Contingent Liabilities 

Under a long term agreement with United Breweries Limited of Copenhagen, Denmark dated March 17, 1972, the 
Company obtained access to the brewing research and technical knowledge of United Breweries Limited, together with 
the exclusive right to manufacture and sell brewery products under the Carlsberg and Tuborg trademarks in Canada, the 
United States and the Republic of Ireland. Royalties are payable based on total sales of all brewery products at rates 
varying with the volumes and selling prices of the products. The agreement is cancellable on twenty years’ notice or earlier 
if certain specified conditions are not fulfilled. 


The Company is committed to acquire, during the 1979 fiscal year, the minority interest (8.1%) in the shares of 
Jordan Valley Wines Limited for an amount at least equal to $2,397,000. 


17. Anti-Inflation Programme 

The Company and its Canadian subsidiaries are subject to the controls of prices, profits, compensation and dividends 
instituted by the Government of Canada in the Anti-Inflation Act, effective October 14, 1975. The Company believes it 
has complied with the requirements of the Act. 


e 
rice Box 51 Toronto-Dominion Centre 
Toronto, Ont. M5K 1G1 


aterhouse & Co. (416) 863-1133 Telex 02-2246 
CHARTERED ACCOUNTANTS 
May 19, 1976 


Auditors’ Report 


TO THE SHAREHOLDERS OF CARLING O’KEEFE LIMITED: 


We have examined the consolidated statements of operations, retained earnings and changes in financial position of 
Carling O’Keefe Limited and its subsidiary companies for the nine and twelve months ended March 31, 1976 and the 
consolidated balance sheet as at that date. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 


As described in Note 4 to the financial statements, the Company’s operations in the United States are being re- 
organized including the closure of the Natick plant. No adjustment has been made to the recorded value of the Natick 
plant pending final disposition of the property. 


In our opinion, subject to the adjustments, if any, that might be required on resolution of the matter referred to in the 
preceding paragraph, these consolidated financial statements present fairly the results of operations and the changes in 
financial position of the companies for the nine and twelve months ended March 31, 1976 and their financial position as at 
that date, in accordance with generally accepted accounting principles applied, after giving retroactive effect to the change 
to the full cost method of accounting for oil and gas operations as explained in Note 5, on a basis consistent with that of the 


preceding year. 
eats. 


Chartered Accountants 
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FIVE-YEAR FINANCIAL SUMMARY 


(in thousands of dollars) 


Results for the Year 
Gales ets ee 
Excise and sales taxes - 
Sales excluding taxes - 


Operating costs- - - 


Investment and other income 


Foreign exchange gain (loss) 


Interestexpense- - - 


Minority interest - - 


Depreciation and amortization- 


Earnings (loss) before income taxes 


Incometaxes - - - 


Twelve Months Ended 


Extraordinary charges (credits) less applicable income taxes 


Netearnings (loss) -  - 
Dividends paid—preference 


—comlmon 


Netearnings (loss) percommonshare - 


Dividendspercommon share - 


Year end position 


Cashand short term investments 


Less bank indebtedness and notes payable 


Othercurrentassets-  - 
Less other current liabilities 


Workingcapital -  - 


Property, plant and equipment—net 


Investments and other assets 


Intangibleassets-  -  - 


Less: Longtermdebt  - 


Other long term obligations 


Deferred income taxes 
Minority interest - 
Shareholders’ equity — - 


Cunrentrtioes— se 


Percentage return on shareholders’ equity - 


Preference share capital - 


Book value percommon share - 
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March 31 janes! 
1976 1975 1974 1973 1972 
$ $ $ $ $ 
(Restated ) 
512,083 466,456 419,949 412,603 404,779 
154,789 149,419 145,236 148,589 147,905 
357,294 Di ou 274,713 264,014 256,874 
340,598 305,119 266,672 251,523 234,544 
3,678 Rey fs) 4,137 5,186 5,398 
(651) 60 (2,329) 3,673 283 
3,670 3,503 Sls) 3,374 2,938 
167 168 137. 156 107 
10,765 10,281 10,190 9139 9,316 
Beta 1,601 (4,191) 8,681 15,650 
4,275 2,905 830 2,563 7,434 
3,363 = (1,541) (3,795) 2,005 
(2,517) (904) (3,480) 9,913 6,211 
DAZ 2,142 ZADS 2,164 PIRI 
— ~ — 2,176 8,705 
(21)¢ (14)¢ (26)¢ 36¢ 19¢ 
= _ - 10¢ 40¢ 
2,909 8,821 15,168 31,723 47,419 
30,145 14,945 17,099 23,569 18,325 
(27,236) (6,124) (2,491) = 8,154 29,094 
100,288 101,613 92222 87,546 78,305 
45,956 47,235 39,456 37,655 38,533 
27,096 48,254 50275 58,045 68,866 
142,503 132,704 132,626 136,469 127,882 
16,396 LO Jone e208 18,243 15,910 
14,497 11,902 11,902 11,677 8,811 
27,200 30,189 531825 37,857 41,210 
2,424 — _ — 
17,479 16,685 15,276 15,069 15,058 
1,714 3,394 3315 3,254 2,413 
151,675 157,525 162,472 168,254 162,788 
1.4 1.8 9 £9 py 
(172) (0.6) (2:1) 5.9 3.8 
43,793 43,974 44,224 44,474 44,624 
$4.96 $5.30 $5.43 $5.69 $5.43 


Nature and Lines of Business 


Carling O’Keefe Limited, through its sub- 
sidiaries, manufactures and sells brewery and 
wine products in Canada and brewery products 
in the United States and the Republic of Ireland. 
In addition the Company owns a producing oil 
and gas company. All subsidiaries are wholly- 
owned with the exception of Jordan Valley 
Wines Limited which is 91.9 percent owned by 
the Company. 


In Canada, the Company, through its sub- 
sidiaries, is one of three major brewing com- 
panies who together account for over 97 percent 
of all Canadian beer sales. Three smaller regional 
breweries account for the remainder. The Com- 
pany and its subsidiaries operate thirteen brew- 
eries in Canada. One plant is located in each 
of the Provinces of Newfoundland, Quebec, 
Manitoba, Alberta and British Columbia with 
two pans in the Province of Saskatchewan, and 
six plants in the Province of Ontario with a total 
annual brewing capacity of approximately 
5,700,000 barrels. 


Carling National Breweries, Inc. (successor to 
Carling Brewing Company Incorporated), 
owns and operates six breweries in the United 
States. These plants are located in Belleville, 
[linois; peated Michigan; Phoenix, 
Arizona; Tacoma, Washington and two brew- 
eries in Baltimore, Maryland and have a total 
annual brewing capacity of approximately 
6,850,000 barrels. A seventh brewery located in 
Natick, Massachusetts operated during the 
period ended March 31, 1976 but was closed in 
May, 1976. It is estimated that Carling National 


ranks number ten in the United States brewing 
industry. 


The Company also exports Canadian beer for 
sale through a United States subsidiary, Century 
Importers Inc. 


Beamish & Crawford Limited owns and oper- 
ates a brewery in Cork, Republic of Ireland. The 
Irish market is dominated by one major brewer 
who accounts for more than 90 percent of the 
total industry with the remaining market shared 
by Beamish & Crawford Limited and one other 
smaller brewery. 


Jordan Valley Wines Limited operates wineries 
at Jordan and St. Catharines, Ontario; Selkirk, 
Manitoba; Moose Jaw, Saskatchewan; Calgary, 
Alberta; and Victoria, British Columbia and 
sells in all Provinces and Territories of Canada. 
Combined storage capacity of the six wineries is 
approximately 13,200,000 gallons. 


Star Oil & Gas Ltd. is a producing company also 
engaged in the exploration and development of 
oil and gas properties in Canada and the United 
States. 


Other income is derived from investments and 
from royalties from licencing arrangements for 
the eae and sale of Carling Black Label 
in the United Kingdom and Africa. 


The approximate percentage of (i) total sales 
and revenues and (ii) income before income 
taxes and extraordinary items attributable to 
each line of business conducted by the Compan 

and subsidiaries for the 12 months ended Woh 
31, 1976 and each of the last four fiscal years 
ended June 30 is shown in the following table: 


March 31 June 30 
1976 1975 1974 1973 1972 
Percentage Percentage Percentage Percentage Percentage 
Line of Business Sales Income Sales Income Sales Income Sales Income Sales Income 
-O (Restated) 
Beer—Ganada- - - 564 1933 58.4 To 485.9 57.4 76.8 56.57 1192 Bio e505 
Beer—United States 33.4 (197.9) 31.3 (541.0) 32.3 (169.0) 34.9 (98.8) 37.3 (10.9) 
Beer—Ireland- - - 3.7 (12.8) 3 10.0 ZN oe Ties} 65D) CE 1s 
GSP A) O54 (451) 057 (844 Memos 3279) (984° 79H 
Wine- - - - - 5.9 40.2 Sey 87.2 She 65 ES) Zope bons) 2 34 
OilandGas - - - 9 666 a 105.6 aS 5.9 ee. A A 
Sisco s Seep Sp aia ee ee eee ee 


100.0 100.0 100.0 


100.0 100.0 (100.0) 100.0 100.0 100.0 100.0 


Percentages shown for 1972 to 1975 inclusive have been restated to give effect to the accounting change explained in Note 5 to the 


Consolidated Financial Statements. 
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Management's Discussion and 
Analysis of Operations 


12 Months Ended March 31, 1976 Compared to 

12 Months Ended June 30, 19795 

A major factor was the acquisition of the brew- 
ing assets and trademarks of The National 
Brewing Co. on October 31, 1975, and 
inclusion effective November 1, 1975. 


Income 

Consolidated sales revenue increased by 
$45,627,000 or 9.8 percent. The increase repre- 
sented the inclusion of the sales volume of the 
National brands for five months in the 1976 fis- 
cal period, together with selling price increases 
received in all sectors of the business. Changes in 
sales volume were not a major factor in revenue 
with the exception of the United States. 


The increase in sales and excise taxes was prima- 
rily the result of increased selling prices and the 


increased United States volume. 


The increase in investment and other income 
was the net effect of increased royalty income 
and an increase in profits on sale of investment 
assets, partially offset by lower investment 
income (as less funds were available for 
investment). Foreign exchange losses arose prin- 
cipally from the significant increase in the 
strength of the Canadian dollar compared to 
other currencies, in particular the pound ster- 
ling, and the resultant loss on translation of the 
accounts of foreign subsidiaries for consolidation 
purposes. 


Costs 

Raw materials and manufacturing costs 
increased by $28,141,000 or 13.4 percent due to 
the additional United States volume produced, 
and the continuing inflationary cost increases in 
all component costs of manufacturing. 
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Marketing and distribution costs increased by 
$5,431,000 or 6.2 percent. All of the companies 
were faced with a higher unit rate of costs for 


marketing and distribution items. 


The increase of $2,391,000 or 14.0 percent in 
administration and general expenses resulted 
primarily from inflationary cost increases and as 
a result of the new management organization in 


the United States. 


Interest on long term debt declined as out- 
standing debentures were redeemed in accord- 
ance with sinking fund requirements, while 
other interest expense increased as additional 
short term borrowings were required to finance 


increased working capital requirements. 


The abnormally high rate of income tax pro- 
vided, reflects the fact that losses of Carling 
National Breweries, Inc. are only allowable 
against future earnings of that company, and not 


against the earnings of other companies in the 


group. 


12 Months Ended June 30, 1975 Compared to 

12 Months Ended June 30, 1974 

Income 

Consolidated ‘sales increased by $46,507,000 or 
11.1 percent as the result of selling price increases 
received in all segments of the business. Sales vol- 
ume changes were not material in their effect on 
sales revenue. The increase in excise and sales 


taxes resulted from increases in the rate of tax. 


The decline in investment and other income 
reflected lower investment income as a result of 
a decrease in the level of funds available for 
investment, partially offset by higher royalty 
income. The significant improvement in foreign 


exchange was a result of the weakening of the 


Canadian dollar during the period, which pro- 
duced a net gain on translation of the accounts 
of foreign subsidiaries for consolidation, and 
lower losses on the liquidation and repatriation 
of European short term investments. 


Costs 

Raw materials and manufacturing costs 
increased by $29,756,000 or 16.5 percent and 
reflected the significant increases in the cost of 
labour, raw materials and other items used in 
the manufacturing process. 


The increase in marketing and distribution costs 
of $10,693,000 or 13.8 percent, resulted prima- 
rily from higher distribution costs in Canadian 
brewing operations, and increases in marketing 
costs in the United States. A programme of cost 
reduction in the United States brewing oper- 
ations and Canadian wine operations produced 
a reduction of $1,911,000 or 10.0 percent in 
administrative and general expenses. 


Interest costs reflected the reduction in long 
term debt outstanding and lower short term 
borrowings. 


The abnormally high income tax provision 
resulted from the non-allowability for tax pur- 
poses of the losses of the major United States 
subsidiary. 


1974 earnings included a gain related to the sale 
of surplus property in Ottawa, Ontario and 
Atlanta, Georgia, which was treated as an 
extraordinary item. 


Accounting Change 

As explained in Note 5 to the financial state- 
ments, the Company changed its policy of 
accounting for property and exploration costs of 
the oil and gas subsidiary. This change increased 
earnings for the 12 months ended March 31, 
1976 by $1,209,000 and for the 12 months ended 
June 30, 1975 by $729,000 over what would 
have been reported otherwise. 


Common Stock Quarterly Stock Price Comparison 
The following table sets forth on a quarterly 
basis, the high and low sales prices on the 


Toronto Stock Exchange for the two years 
ended March 31, 1976: 


1976 1975 
Market price Market Price 
Quarter High Low = High Low 
First - - $2.96 $2.30 $3.45 $2.35 
Second - - 520 2.60 Padi: 215 
Pahicdse =a 3.05 2.50 2D 1.70 
Fourth = = 4.05 2.54 2.98 1.91 


No common dividends were paid during this period. 


Comparison by Quarters 
Quarterly Sales and Income 
(in thousands of dollars) 


12 Months Ended March 31, 1976 12 Months Ended June 30, 1975 


Income (2) Income (2) 
Quarter Ended Sales Amount Per Share Sales Amount Per Share 
June30- - - - - - $135,691 $ 3,449 13.4 ¢ $135,691 $ 3,449 13.4 ¢ 
September 30 - - - - 138,252 1,318 3.0. G 128,534 (661) (5.5)¢ 
December31 - - - - 129,518 (376) (4.2)¢ 110,840 (1,654) (10.1)¢ 
Marcholee=) 7 = i= 108,622 (6,908) (1) (34.2) ¢ 91,391 a 038) (11. 8)¢ 
$512,083 $ (2,517) (21.4) ¢ $466,456 $ (904) (14. O)e 


(1) After provision of $3,363 for cost of reorganization of United States operations. 


(2) Restated to give effect to the accounting change explained in Note 5 to Consolidated Financial Statements. 
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CANADA 
CARLING O’KEEFE BREWERIES OF CANADA LIMITED 
O’KEEFE BREWING COMPANY LIMITED 
JORDAN VALLEY WINES LIMITED (91.9% owned) 
STAR OIL & GAS LTD. 


I -rincipal opera ting 
subsidiary companies: 


UNITED STATES 
CARLING NATIONAL BREWERIES, INC. 
CENTURY IMPORTERS INC. 


REPUBLIC OF IRELAND 
BEAMISH & CRAWFORD LIMITED 


Executive Offices: 79 ST. CLAIR AVENUE EAST, TORONTO, CANADA M4T 1M6 
Auditors: PRICE WATERHOUSE & CO. 
Bankers: BANK OF MONTREAL 


THE ROYAL BANK OF CANADA 
CHEMICAL BANK—NEW YORK 


Registrars: IN CANADA 
MONTREAL TRUST COMPANY 


IN THE UNITED STATES 
MORGAN GUARANTY TRUST COMPANY OF NEW YORK 


Transfer Agents: IN CANADA 


NATIONAL TRUST COMPANY, LIMITED 
Ontario, Quebec, Manitoba, Alberta and British Columbia 


CANADA PERMANENT TRUST COMPANY 
New Brunswick and Nova Scotia 


THE CANADA TRUST COMPANY 
Saskatchewan 


IN THE UNITED STATES 
THE CHASE MANHATTAN BANK 
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